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As a nation, we obsess about education. Look at A Nation at Risk’s 1984 critique that public education
https://www.npr.org/templates/story/story.php?storyId=14829195
would not bring about a competitive economy. Or maybe Eisenhower’s
National Defense Education Act,
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aimed at increasing science education for national safety in 1958. Or go back to 1930 to Eleanor Roosevelt's
speech in Hyde Park when she called for an improvement in education to build better citizens.
As more and more people chime in—whether they be teachers, administrators, business people,
entrepreneurs, politicians, foundations, social workers or technologists—our conversations over what we
teach, when, why and how we teach it, have become more polarized. Each group brings its own views on
how teaching and learning has and should evolve.

Each group of people looking to education to solve problems or serve as a mechanism of change is looking at
the world through their own lens. Maybe it’s political, economical, justice-oriented or
relationship-focused. Each person uses their lens to define what teaching and learning should look like.

This project invites you to try on different lenses when looking at K-12 education
in the U.S. We will give you perspectives from different stakeholders on the
trends and forces shaping how money is invested, how tools are created and
how schools are designing teaching and learning experiences.
We all have a huge stake in education, as parents, as community members and as learners ourselves.
However, the only way we can collectively move education forward is if we start trading lenses and begin
building a better understanding of how other communities see teaching and learning.
http://www.johnseelybrown.com/CJKoh.pdf

http://www.johnseelybrown.com/CJKoh.pdf
Please share and take the opportunity to “regrind
your conceptual lenses” to gain a different perspective
http://www.johnseelybrown.com/CJKoh.pdf
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on the evolution of teaching and learning.

A Message from AT&T
Technology is fundamentally altering education by removing barriers
so that everyone—regardless of age, gender, income or zip code—has
the opportunity to make their dreams a reality. AT&T is helping to
drive this change by developing tools for anytime, anywhere learning
and supporting change-makers in education. By gathering and
analyzing information about the current state of ed-tech, we can
create and support the most effective solutions—and ensure other
companies are doing the same. Through our signature education
initiative AT&T Aspire, we are providing funding and collaborating
with EdSurge to support “The State of EdTech” research.
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Following Edtech Money

How does money shape the U.S. K-12 edtech ecosystem?

In 2015, U.S. K-12 edtech funding reached an all-time high

Source: EdSurge

All of this comes from a larger pool of investors...

Source: EdSurge
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. . . Who have funded more and more companies

Source: EdSurge

How did this happen?
Some Factors Leading to Innovation and Investment in Edtech
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Chapter 2: Overview

How Money Shapes Tools and Schools

Investors have plowed over $2 billion since 2010 into startups addressing
the U.S. K-12 edtech market. Now what?

$2.3 billion.
That’s the number of dollars invested in education technology companies in the K-12 space in the U.S.
since 2010.
Is that ridiculously big? Smaller than you thought? Just right?
In this chapter of EdSurge’s year-long exploration of trends in edtech, we’ll take apart that devilishly
complex number. We’ll explore where it came from and where it’s going, and we’ll examine the
implications that it has for entrepreneurs, investors and ultimately, students, teachers and schools.
But there’s no question that this number matters. Venture capital allows people to quit their day jobs and
devote themselves to trying to build something great. While some prefer to bootstrap, companies that raise
venture dollars often grow bigger faster, which profoundly affects the content and tools available for teaching
and learning. And yet—too much capital can be just as damaging as too little. It’s certainly not free or without
strings. And without evidence of momentum and success, that capital dries up as quickly as it came.
Six years into this phase of education technology, both investors and entrepreneurs are more savvy and
circumspect about how capital is shaping the companies and products in our schools, as are the millions of
students and teachers using these tools. They know there’s far more than dollars at stake here. When an
edtech company goes bust, the hopes and spirits of teachers and students fizzle, too.
This is edtech’s red pill, blue pill moment. Press releases proclaim lofty goals and flashy dollar amounts,
https://en.wikipedia.org/wiki/Red_pill_and_blue_pill
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while news stories declare the booms and busts of the sector. For technology to successfully serve students
and teachers, financiers and entrepreneurs must navigate a subtler, more complex reality. Here’s a glimpse
into that landscape.
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Chapter 2: Investors

INVESTORS

Who are the investors?
We examine what is motivating investors (and the limited partners
behind them) to back education technology companies and tools

“Billions” for education? Yes— but.
Investors did, in fact, plow $2.3 billion between 2010 and 2015 into companies developing technology for
U.S. schools and students in grades K through 12. However, if this number seems low it’s because headlines
and international investments—add those together, and it’s easy to surpass $2 billion in 2015 alone.

$741M
FUNDING

for K-12 edtech ventures,
which set a new record
in the industry

14+

EDTECH
ACCELERATOR

Still, more dollars have gone into K- 12 edtech companies in the last
with a rocky back story. The last time K -12 education technology
companies received notable funding was in 1999 and 2000, when
venture capitalists put $1 billion into 65 deals, funding projects as
computer labs for schools (ZapMe). When the stock market tanked
in 2001, education companies crashed, too. Even as the economy
recovered, broad technology investors steered clear of education.
Even so, multiple trends converged around 2010 to draw
entrepreneurs and then investors back to K -12 education.
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programs started since 2011

“

We want to see change,
we want to see students
and teachers have a level
playing field to learn.
Brian Dixon, partner at Kapor
Capital

Chapter 2: Investors

How the Money Flows

Before a company reaches an exit, money changes hands many times

Source: EdSurge
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Aspiring edtech entrepreneurs saw a twinkling of support emerge
from mission-focused organizations that believed fresh technology
could shake up education and loosen the hold that publishing
conglomerates had on schools. Early “incubators” such as Dreamit in
Philadelphia and specialty groups such as StartL offered small
investments to kick off startups.
http://www.imaginek12.com
http://www.imaginek12.com
http://www.imaginek12.com
http://www.imaginek12.com

In 2011, the Bay Area-based Imagine K12 program launched and
https://www.newschools.org
nonprofit NewSchools
Venture Fund began making small seed
https://www.newschools.org

investments of up to $100,000 in edtech startups, from a fund

“

When we evaluate
education opportunities
here at Learn Capital, we
care—deeply—about scale.
Rob Hutter, Learn Capital

supported by individual and foundation donors.
Angel investors with high net worth and a passion for education
began investing as well. Entrepreneur-turned-philanthropist Mitch
Kapor and his wife Freada Kapor Klein channeled their angel
http://www.kaporcapital.com/

http://www.kaporcapital.com/
http://www.kaporcapital.com/
investments into a social
mission-driven fund with a strong
http://www.kaporcapital.com/
http://www.kaporcapital.com/

emphasis on education.

Fast-forward: as of early 2016 about 14 edtech accelerators graduate
over 100 startups each year, providing them with modest financial
support—and a lot of contacts. Another significant factor here: “super
angels” who invest as much money as a small venture firm might,
such as LinkedIn founder Reid Hoffman (who’s backed Edmodo and
Knewton among others) and investors Clint Korver and Miriam Rivera
of Ulu Ventures. Together, angels, super-angels, incubators, and
venture firms have put over $230 million in seed capital into more
than 250 companies over the last six years.

“ACCELERATING” EDTECH INVESTMENTS— by AT&T

factors that make participants successful: identifying and building solutions to meet the needs of users, having
ultimately, having social impact. All returns earned by the AT&T Aspire Accelerator through investment in
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Edtech Investors: How Active Are Investors Really?

While there are a lot of different edtech investors, most are only involved
in one U.S. K-12 deal a year

Source: EdSurge
Note: This data does not include undisclosed investors

As the number of these companies has swelled, investment firms that
specialize in education have raised more than $300 million, including
http://reachcap.com/
http://reachcap.com/
http://reachcap.com/
http://reachcap.com/
http://reachcap.com/

California-based Reach Capital, Owl Ventures, Learn Capital and New
http://www.owlvc.com/ http://learncapital.com/
http://www.owlvc.com/ http://learncapital.com/
http://www.owlvc.com/ http://learncapital.com/
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York City’s Rethink Education (see profile). For example, what started

“

high-potential private companies, including over a dozen in

We’re looking for
companies that are able
to drive quantifiable
improvement in student
achievement. We are
less likely to invest in
companies that don’t
have a clear revenue
plan.

education, which it later cashes out once those companies are acquired

Tory Patterson, Owl Ventures

in 2011 as a “seed” fund inside nonprofit NewSchools Venture Fund
has morphed into Reach Capital, which now manages $54 million and
invests as much as $2 million in deals promising social impact in
https://www.edsurge.com/news/2015-08-24-owl-ventures-launches-100-million-education-investment-fund
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public schools on top of financial returns. Likewise, Owl raised $100
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million in 2015 for “data-driven outcomes” in K-12 education deals
and has played a pivotal role in bigger deals such as Newsela’s $15
million series B round and Quizlet’s $12 million series A. And publicly
traded GSV Capital gives individual investors opportunities to own

or publicly traded.

DIVERSITY IN EDTECH INVESTMENT— by AT&T
Diversity is about bringing new people, skills and ideas to education, while ensuring access to great programs.
Through the Aspire Accelerator, AT&T recruits organizations, without requiring relocation. This enables
ventures outside traditional tech hubs to participate and grow, leading to diverse participants. In 2015, 60%
of founders in the Accelerator were women or minorities, a number AT&T is committed to maintaining in
2016. AT&T also supports diversity in the tech industry by collaborating with All Star Code, Black Girls Code,
CODE.org, General Assembly’s Opportunity Fund, Girls Who Code and Udacity. These organizations build and
support a diverse workforce and inclusive culture.
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Most Important Edtech Performance Indicators

Edtech investors favor revenue and revenue growth, and de-prioritize

Source: EdSurge Investor Survey

That’s just the nature of startups.”

indicators may signify a company’s value to the schools willing to pay for it, and therefore its long-term
signal of a K-12 company’s success—perhaps a testament to the fairly early stage at which most
respondents invest.
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Edtech Investors Club

Edtech investors vary in terms of their focus on edtech, deal size,
and level of activity

Source: Learn Capital, Kapor Capital, 500 Startups, Owl Ventures, Social + Capital Partnership, GSV Capital, Reach Capital, Rethink
Education, New Markets Venture Partners
Notes: Catamount Ventures and NSVF “Seed” Fund are no longer active investors in edtech companies. (Reach Capital now manages the
NSVF “Seed” Fund’s portfolio.) Catamount partners formed Owl Ventures. Edtech investments in this graph may include international
companies, higher education and professional learning companies.

Capital in U.S. K -12 edtech startups is coming from more than just
these investors, of course, a sign that real business value is being
built here. 2015 was the single biggest year for the segment, with $741
million invested, including more than 50 seed/angel investments as
well as more series B deals and dollars than in prior years.

were involved in the top 10 deals of 2015. Still, that diversity is fairly
education companies in their portfolios, sometimes accompanied
by three or four focused on higher education, corporate training, or
international education. These investors’ continued participation in
edtech investing is critical—any sophisticated market needs a diverse
array of investment vehicles and investor perspectives—but waning
by all accounts.
Another actor to keep an eye on: international investors, particularly
from China. In 2015 alone, Chinese investors poured more than $1.3
billion into 20 Chinese edtech companies.
11

“

GSV Capital invests in
companies we believe are
the ‘stars of tomorrow.’
We have multiple themes.
About a third of our
portfolio is centered on
education technology,
because in a global
knowledge economy,
education makes all the
difference.
Matthew Hanson, GSV Capital
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CASE STUDY: Silicon Valley venture capitalists

Silicon Valley venture capitalists
Flirting with Edtech Investing

As edtech investment began to tick upward in 2011, the media was
eager to declare a trend. “Education is the next startup Gold Rush,
http://thenextweb.com/insider/2011/07/27/education-is-the-next-startup-gold-rush-silicon-valley-will-be-at-its-heart/#gref
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Silicon Valley will be at its heart,” The Next Web breathlessly declared
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that summer.

But the story isn’t quite that simple. Silicon Valley firms have played a
major role in the rise of corporate training and higher education
companies (Coursera and Udacity, to name a few), where there are
businesses, universities, parents and adult learners willing to pay. But
these generalists’ interest in K-12 has been more mixed. And given their
emphasis on fast growth and creating mega-companies, it’s worth
asking: is Silicon Valley’s money good for education technology?

LAST TIME: FALSE HOPE
At various points throughout the 1980s and 1990s, education was an
occasional vertical of interest among technology investors. But as
Internet fever spread in the late 1990s, it also boosted investments in
education, which spiked in 1999 at almost $1.3 billion. Like today, K-12

“

There’s not easy money,
there’s not quick money,
there’s not Internet-bubble
money.
John Doerr of Kleiner Perkins
Caufield & Byers on education

captured less than half of that funding ($497 million).
But several Silicon Valley firms placed bets in K-12. "There's not easy money, there's not quick money,
https://www.wsj.com/articles/SB984067888892312186
there's not Internet-bubble money," said John
Doerr, a partner in Kleiner Perkins Caufield & Byers (KPCB),
https://www.wsj.com/articles/SB984067888892312186

about investing in education in 2001. “It takes longer, but the markets are big and the revenues are
recurring.” Both Kleiner Perkins and Accel Partners supported educational software companies Academic
Systems and Lightspan Partnership, which later merged and went public.

$1.3B

INVESTMENT IN
EDTECH IN 1999

$52M

INVESTMENT IN
EDTECH IN 2005

And they backed more than just education technology companies—both KPCB and Bessemer Venture Partners
invested in Advantage Schools, one of many for-profit school operators that attracted funding in the late
1990s. But by and large, these companies fizzled over the next several years, with some going private,
acquired at a discount or going bankrupt. Of the 106 education companies funded in 1999, GSV Advisors
estimates that three-quarters of them had poor returns or failed entirely.

THIS TIME: NEW OPTIMISM
When the dot-com bubble burst, so too did investors’ enthusiasm for education companies. But in 2011, as angel
investors and incubators sensed new potential in edtech, Silicon Valley venture capital firms also took notice.
These investors began to see the increasing penetration of technology in education—particularly among
teachers, students and parents—as dynamics that might lead to viral consumer adoption and success.
http://www.bloomberg.com/news/articles/2011-04-21/educational-tech-gets-a-second-look
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"Education is having its Internet moment," Rob Stavis of Bessemer Venture Partners told Bloomberg in 2011.
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CASE STUDY: Silicon Valley venture capitalists

In their quest for fast growth, these firms and others in Silicon
Valley often prefer companies that appeal directly to consumers
and users. And they’re even more disdainful of education
companies that sell to schools. As Netscape cofounder Marc
https://www.edsurge.com/news/edsurge-exclusives-view-from-the-top
https://www.edsurge.com/news/edsurge-exclusives-view-from-the-top
https://www.edsurge.com/news/edsurge-exclusives-view-from-the-top
https://www.edsurge.com/news/edsurge-exclusives-view-from-the-top
https://www.edsurge.com/news/edsurge-exclusives-view-from-the-top

Andreessen of Andreessen Horowitz told EdSurge in 2011, “I
wouldn’t want to back a business that’s selling to public schools or

“

Education is having its
Internet moment
Rob Stavis, Bessemer Venture
Partners

characterized by public financing, unions or government-run
institutions.”
And because the fastest growing products are free, Silicon Valley investors have been drawn to companies
that create free and freemium products for students and teachers. Last year, a year after investing in
Remind, KPCB led an investing round for Newsela, a freemium product seeded by NewSchools Venture
Fund and Kapor Capital that reaches hundreds of thousands of teachers.
Noted Google backer Sequoia Capital backed freemium apps
http://ww2.kqed.org/news/2013/10/07/can-disruptive-technology-change-the-way-kids-learn/
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MindSnacks and DuckDuckMoose in 2012. Sequoia partner Bryan
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Schreier figured these companies could succeed by providing the
core product free to classrooms, which they hoped would prompt
schools to follow. “If your product becomes absolutely core to that
market and to how people are educated, the opportunities to
monetize tend to present themselves,” Schreier said.
However, Sequoia’s investments in Inkling (2010 and 2013) and
Clever (2013 and 2014) are clearer demonstrations of massive
growth combined with actual monetization: Clever is free to
schools but draws revenue from content providers, while Inkling

“

I wouldn’t want to back
a business that’s selling
to public schools or
characterized by public
financing, unions, or
government-run institutions
Marc Andreessen, Andreessen
Horowitz

pivoted from trying to sell digital textbooks directly to consumers
to selling a digital publishing platform to traditional publishers. Likewise, Bessemer has backed
BrightBytes, a data analytics company that had been funded by three education-focused investors (Learn
Capital, Rethink Education and NSVF). The company charges schools a subscription fee based on the
number of students, and is being used by one in five US schools.

WHAT HAPPENED AND WHAT’S NEXT?
In the last several years, these firms have managed to find exits for
some of their higher education and adult learning investments.

“

However, these firms’ investments in K-12 education have not been

If your product becomes
absolutely core to that
market and to how
people are educated, the
opportunities to monetize
tend to present themselves

ramping up, despite the fact that most of these firms do have new

Bryan Schreier, Sequoia Capital

Accel-backed Lynda.com was acquired by LinkedIn, Bessemer’s 2U
and Instructure went public, and so did Chegg, backed by KPCB.
(Chegg and Instructure focus on higher education but both have a
significant product and presence in K-12.)

https://medium.com/@Accel/reflecting-on-2015-and-looking-ahead-to-2016-ddc7b7ab0086#.ctr254f6y
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cash to spend, including new funds for both Bessemer and Accel.
https://www.bvp.com/blog/bessemer-venture-partners-announces-1-6-billion-fund-invest-next-generation-great-companies
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We’ll save you a click: neither mentions education as an area of promise or focus. But that development is no
surprise to education-focused investors, who see the sector’s payoff in solving problems deeply and well,
rather than quickly and cheaply.
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Rethink’s Investors Find Big Wins in Edtech Investing
keep investing in edtech
Will backing K-12 education technology pay off for investors? It
already has for Rethink Education, which got off the ground in the
wake of two major exits: Wireless Generation (sold to News
Corporation for $360 million) and SchoolNet (sold to Pearson for
$230 million).
The deals closed within months of one another in 2011, yielding cash
for investors, including Rethink founders Matt Greenfield and Rick
Segal. That allowed them to invest as angels while they raised
Rethink’s first fund in 2012 and 2013. The fund raised $60 million
from foundations and others who were newly confident that the
fledgling sector might earn returns.
Since then, Rethink has become one of the most active investors in
education technology, although it does not focus solely on K-12 nor
just the United States. “We’re interested in companies that help

“

Credit: Rethink Education

There’s not easy money,
there’s not quick money,
there’s not Internet-bubble
money.
John Doerr of Kleiner Perkins
Caufield & Byers on education

provide pathways,” Greenfield says, “We like higher ed and
workforce education, but we want to take their data into K-12, so
schools can understand the skills that are needed.”

RETHINK EDUCATION

1

INITIAL PUBLIC
OFFERING
OF A PORTFOLIO
COMPANY: 2U

RETHINK EDUCATION

2

ACQUISITIONS OF
PORTFOLIO COMPANIES:
WITH SMARTERER AND
ENGRADE

Rethink’s first fund of $60 million has been committed to 22
portfolio companies. Three of its earliest deals have already exited,
all in 2014: one rare edtech IPO (2U) and several acquisitions
(Smarterer to Pluralsight, also in Rethink’s portfolio, and Engrade to
McGraw-Hill, which is owned by Apollo Global Management). This
success has helped Rethink pursue a second fund of $100 million,
which is about half raised, already backing BurningGlass, Noodle
Markets and Allovue.
“We’re accelerating this year as others are pulling back,” says
Greenfield. “Almost everyone else has walked away from K-12, which
is regrettable, but we’re okay with it.”
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Greenfield is confident that many investors’ fear of K-12 education
sales is unfounded. “School districts have a reputation as terrible
customers,” acknowledges Greenfield, but “even if the sales process
is a long courtship, it doesn’t mean it’s expensive.” He says his
portfolio companies attract mainstream investors because they can
acquire customers faster than traditional software businesses, while
also profiting from and retaining the customer.
Rethink also believes that financial and social impact can and should
go hand in hand, applying both criteria to potential investments. For
example, Greenfield suggests customer retention rates are both a
social and financial metric, demonstrating value to the customer but

Matt Greenfield is Managing Partner

also yielding actual cash. Like its name suggests, Rethink believes

of Rethink Education, a venture capital

“educational institutions, processes and tools around the world are
broken” but invests in companies that help those institutions rather
than “disrupting” or replacing them.

firm focused on educational
technology. He is on the boards of
Ace Learning, BrightBytes, and Hapara
and serves as an advisor to University
Ventures and Laureate Education. His

Rethink is largely uninterested in following other investors,

non-profit affiliations include the

preferring to forge its own path by investing in only companies whose

leadership council of NewSchools

products its partners believe solve a real unmet need for schools.
“Does the world need this particular company?” Greenfield wrote
with Tom Vander Ark of Learn Capital, another education-focused
https://www.gettingsmart.com/wp-content/uploads/2014/03/Boosting-Impact-Final.pdf
https://www.gettingsmart.com/wp-content/uploads/2014/03/Boosting-Impact-Final.pdf
https://www.gettingsmart.com/wp-content/uploads/2014/03/Boosting-Impact-Final.pdf
https://www.gettingsmart.com/wp-content/uploads/2014/03/Boosting-Impact-Final.pdf
https://www.gettingsmart.com/wp-content/uploads/2014/03/Boosting-Impact-Final.pdf
https://www.gettingsmart.com/wp-content/uploads/2014/03/Boosting-Impact-Final.pdf

firm, in 2014’s Boosting Impact. “Does the company have a unique
set of skills for solving a real social problem?”
And although there have been relatively few exits in K-12 education
technology, Greenfield is optimistic about prospects for his portfolio
and the wider sector. He believes technology companies, media
conglomerates and foreign businesses will be willing to pay top dollar
for education companies with plenty of users, significant revenue or
both. He’s even confident that at least one of his portfolio companies
will go public in the next several years.
“Many of the investors focused on education were tourists, ready to
flee at the first sign of frost, just as they had fled clean tech,” notes
Rethink’s web site. “We are not tourists. We are here for as long as we

http://rteducation.com/where-we-came-from/
http://rteducation.com/where-we-came-from/
http://rteducation.com/where-we-came-from/
http://rteducation.com/where-we-came-from/
http://rteducation.com/where-we-came-from/

are needed.”
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INVESTMENTS

What do funders invest in?
We explore the types of education technology products, technologies
and business models investors are putting money into

Sometimes monopolies get broken up by lawyers; sometimes the market does it. For decades, many of the
“products” offered to U.S. schools were served up by a tiny handful of large publishers. The recent flood of
startups, including many led by former educators, galvanized those once-impervious powerhouses to
rethink their strategies, leadership, and products.
But is the rapid pace of venture funding here just creating new giants? How can funding create viable edtech
companies, those with enough depth and breadth to create value for schools, without eliminating the kind
of competition that can keep them agile?

Investments in K-12 Edtech Companies

The largest 10 investments soak up almost half the funding each year

Source: EdSurge

One thing is clear: investors seem to be favoring a mighty few. Each year the top 10 deals tend to account
for about half the year’s edtech funding. Across the last six years, about 15 percent of companies (50 total)
http://www.forbes.com/sites/brucebooth/2015/07/23/the-venture-funding-boom-in-biotech-a-few-things-its-not/#649e4d0439c3
http://www.forbes.com/sites/brucebooth/2015/07/23/the-venture-funding-boom-in-biotech-a-few-things-its-not/#649e4d0439c3
http://www.forbes.com/sites/brucebooth/2015/07/23/the-venture-funding-boom-in-biotech-a-few-things-its-not/#649e4d0439c3
http://www.forbes.com/sites/brucebooth/2015/07/23/the-venture-funding-boom-in-biotech-a-few-things-its-not/#649e4d0439c3
http://www.forbes.com/sites/brucebooth/2015/07/23/the-venture-funding-boom-in-biotech-a-few-things-its-not/#649e4d0439c3
http://www.forbes.com/sites/brucebooth/2015/07/23/the-venture-funding-boom-in-biotech-a-few-things-its-not/#649e4d0439c3

have attracted 75 percent of investment dollars. This phenomenon is not unique to edtech; biotech is
http://www.forbes.com/sites/brucebooth/2015/07/23/the-venture-funding-boom-in-biotech-a-few-things-its-not/#649e4d0439c3
http://www.forbes.com/sites/brucebooth/2015/07/23/the-venture-funding-boom-in-biotech-a-few-things-its-not/#649e4d0439c3
http://www.forbes.com/sites/brucebooth/2015/07/23/the-venture-funding-boom-in-biotech-a-few-things-its-not/#649e4d0439c3
http://www.forbes.com/sites/brucebooth/2015/07/23/the-venture-funding-boom-in-biotech-a-few-things-its-not/#649e4d0439c3
http://www.forbes.com/sites/brucebooth/2015/07/23/the-venture-funding-boom-in-biotech-a-few-things-its-not/#649e4d0439c3
http://www.forbes.com/sites/brucebooth/2015/07/23/the-venture-funding-boom-in-biotech-a-few-things-its-not/#649e4d0439c3

similarly lumpy. Still, many of the companies that have raked in the most funding over the last six years
operate beyond just public K-12: Knewton and Chegg also draw revenue from higher education, while
AltSchool (whose $100 million series B round was the largest K-12 deal of 2015) is developing technology
within private schools.
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Top 10 Companies with Most Funding by Year
A few companies drive deal value each year

Source: EdSurge

However, much of edtech is still in the “build” stage. Most funding
activity has been concentrated at the seed and early stages (angel,
seed, series A). For instance, $887 million has been invested in 377
seed and early stage companies over the last six years, compared with
$1.4 billion across just 71 later stage companies (series B and later).
Even in 2015, seed companies accounted for about half of K-12 U.S.
education deals, compared to less than 30% across all venture capital.
These companies are doing more with less: the median size of seed
and series A rounds of funding for edtech companies tends to be
smaller than in tech overall. EdSurge data suggests edtech seed
https://www.cbinsights.com/blog/early-stage-tech-report-february-2016/
https://www.cbinsights.com/blog/early-stage-tech-report-february-2016/
https://www.cbinsights.com/blog/early-stage-tech-report-february-2016/
https://www.cbinsights.com/blog/early-stage-tech-report-february-2016/
https://www.cbinsights.com/blog/early-stage-tech-report-february-2016/
https://www.cbinsights.com/blog/early-stage-tech-report-february-2016/

rounds in 2015 were around $900,000, while data from CB Insights

put the median seed deal for technology companies that year closer to
$1.4 million. In the series A round, the median series A deal for edtech
companies is $4 million compared to $5.4 million in tech overall.
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Increasingly seed stage
companies have a lot
more figured out and a
lot more revenue
traction.
Michael Staton, partner at Learn
Capital
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K-12 Funding by Stage of Investment

Expansion stage funding is becoming an increasingly
prominent portion of total K-12 edtech funding

Sources: EdSurge
Note: This data excludes deals with undisclosed deal values. Seed stage deals are defined as seed/angel, while early stage deals are
defined as Series A and Late Stage deals are defined as Series B and later.

K-12 Funding Deals by Stage of Investment
Seed and early stage deals dominate in U.S. K-12 edtech

Sources: EdSurge
Note: Seed stage deals are defined as seed/angel, while early stage deals are defined as Series A and Late Stage deals are defined as
Series B and later.

However, consolidation may be on the horizon. Early stage fundraising seems to be slowing down, thanks to
increased expectations among funders, competition between startups, and the broader investment climate.
K-12 edtech companies who raised series A rounds in 2015 took a median of 540 days to get there from their
seed or angel round. That’s at least 150 days (or five months) slower than in past years, leading some companies to cut costs or look more seriously at revenue. At the same time, the number of dollars and deals in series
B and later stages have both trended steadily upward over the last six years.
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K-12 Edtech Products
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Where might such consolidation happen? Consider the kinds of
companies that have raised funding.
https://www.edsurge.com/product-reviews/curriculum-products
https://www.edsurge.com/product-reviews/curriculum-products
https://www.edsurge.com/product-reviews/curriculum-products
https://www.edsurge.com/product-reviews/curriculum-products
https://www.edsurge.com/product-reviews/curriculum-products

EdSurge categorizes edtech products in several groups on the Edtech
Product Index. From 2010-2015, the “school operations” category,

https://www.edsurge.com/product-reviews/curriculum-products
https://www.edsurge.com/product-reviews/curriculum-products
https://www.edsurge.com/product-reviews/curriculum-products
https://www.edsurge.com/product-reviews/curriculum-products
https://www.edsurge.com/product-reviews/curriculum-products

which encompasses administrator and school tools, saw the most action,
as $736 million was doled out to 56 companies. Much of this value was
driven by AltSchool’s massive $100 million fundraising round in 2015,
but learning management systems like Schoology and data systems like
BrightBytes continued to attract users and capital.
The “teacher needs” category is the next largest, attracting over $480
million across 84 companies over the last six years, driven strongly by
commitments to Edmodo, Remind, and more recently, LearnZillon.
Many of the companies in this space have used their funding to build
presence among teachers and students, typically through free or
freemium products. (See Remind profile.)
Meanwhile, over that same six year timeframe, EdSurge’s “curriculum
products” category received about half as much capital as school
operations: some 94 companies have raised $387 million.
Finally, the “other” category here is enormous, with almost $700 million
invested from 2010-2015 across 111 companies that don’t fall neatly into
one of the above categories. Here, some investors are still steering clear
of school sales and backing products that ask students (or their parents)
to foot the bill, including tutoring marketplaces like Varsity Tutors and
WyzAnt and study resources like Course Hero and Quizlet.
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This report focuses on
funding from 2010 to 2015.
For the latest news on
edtech funding, check
out these stories:
From Mouse to Unicorn:
Age of Learning Raises
$150M at $1B Valuation
Is Winter Coming? The
Q12016 Edtech Funding
‘Dip’in 5 Charts

“

The freemium model
proliferated in a
much looser funding
environment. We are in
the part of the funding
cycle where terms and
funding conditions have
tightened considerably.
Matt Hanson, partner at GSV
Capital
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Most Popular Edtech Business Models

According to an EdSurge survey of two dozen active edtech investors, business
models focused on serving institutional customers are the most popular

Source: EdSurge Investor Survey
Institutional —sell directly to schools and/or districts
Consumer —sell directly to teachers, parents and/or students
Freemium Institutional —free to teachers and/or students, selling premium offering to schools and/or districts
Freemium Consumer —free to teachers, parents and/or students, selling premium offering to teachers, parents and/or students

Across the first three categories at least, investors tell us they’re
shifting their preferences toward companies that demonstrate strong
revenue growth and a path to profitability. In a pivot from the 2011 era
of investments that championed “free” products and hockey stick user
growth, investors are hungry for companies that generate revenue. We
surveyed two dozen such firms and heard a strong preference for
enterprise business models that have an impact on schools. The fact
remains, the industry is still searching for sustainable business
models. “The real question is, is there anything new here? Is there a
new business model that is going to be significantly better than what
Pearson does? If there isn’t, then the modest successes will just get
eaten up by the big publishers,” warns John Danner, a serial
entrepreneur now running Zeal, an online tutoring tool.
Such sales are not quick, however, and it can take a decade or more to
build a big education company that goes public or gets acquired by a
larger player. In the meantime, the shape of edtech investment
funding—and of the companies those dollars support—matters. Will
this investment capital create a lively ecosystem or a will new
generation of education giants emerge?

20

“

The real question is, is
there anything new here?
Is there a new business
model that is going to
be significantly better
than what Pearson does?
If there isn’t, then the
modest successes will just
get eaten up by the big
publishers.
John Danner, Zeal CEO

Chapter 2: Investments

CASE STUDY: Remind

Remind

One Company’s Journey to Skyrocketing User Growth
Despite nearly $60 million in venture funding, Remind, one of the
most popular edtech companies on the market with 35 million users,
has yet to earn one dime of revenue in five years since its founding.
The company got started when founder Brett Kopf built a system to
solve a problem he’d struggled with for years: reminding students
about upcoming assignments and deadlines.
When his first product did not succeed, Kopf and his brother David,
Remind’s co-founder and CTO, founded Remind, moved to California
to join Imagine K-12’s first cohort of startups in 2011 to grow and
refine the focus of Remind. Since then, Remind has attracted more
than 2.5 million teachers (and 30 or so million students and parents

Brett Kopf and Jordan Smith, from
Remind’s Support team, on a live chat
with a teacher.Credit: Remind

they communicate with) and raised close to $60 million.

1.5M

TEACHERS

use Remind to
communicate
about schoolwork
and events

30+M

STUDENTS
AND PARENTS

are also active
users of the
platform

$60M
FUNDRAISED

since the
company
started in 2011

While refining the product through Imagine K12’s program, several thousand new users were joining each
week. Investors noticed. Rapid growth attracted the interest of well-placed angels, many with connections to
venture firms. However, the company’s seed round didn’t close until early 2012, which Kopf attributes to his
own challenges in refining the company’s pitch—and to the fact he spent most of his time in those early
days responding directly to customer service requests. (Even today, every employee spends time fielding
support questions from teachers while wearing a blue cape to signal they’re helping “superheroes.”)
Fundraising came easy after that seed round, thanks to enthusiastic angels and a growing cadre of teachers
using the product. “We had money, so we didn’t need it or have to beg for it,” says Kopf of those days. Still,
Remind didn’t turn away money, raising a $3.5 million series A round led by former Facebook executive
Chamath Palihapitiya at Social + Capital in fall 2013. Soon after, Palihapitiya and angel investor Megan
Quinn, then a partner at Kleiner Perkins Caufield & Byers, introduced Remind to Kleiner partner John Doerr.
Doerr persuaded Kleiner to lead a $15 million series B in early 2014, and a $40 million series C inside round
that fall.
There are a few key factors that make Remind a company traditional venture capitalists adore: it’s easy to
describe (“Slack for teachers”), growing fast, reaching individuals (rather than businesses) directly, and
indispensible and engaging enough to use it consistently. “This has the most credible chance to get to one
http://www.forbes.com/sites/alexkonrad/2014/09/30/with-40-million-in-new-cash-teacher-student-app-remind-targets-a-billion-users-worldwide/
http://www.forbes.com/sites/alexkonrad/2014/09/30/with-40-million-in-new-cash-teacher-student-app-remind-targets-a-billion-users-worldwide/
http://www.forbes.com/sites/alexkonrad/2014/09/30/with-40-million-in-new-cash-teacher-student-app-remind-targets-a-billion-users-worldwide/
http://www.forbes.com/sites/alexkonrad/2014/09/30/with-40-million-in-new-cash-teacher-student-app-remind-targets-a-billion-users-worldwide/
http://www.forbes.com/sites/alexkonrad/2014/09/30/with-40-million-in-new-cash-teacher-student-app-remind-targets-a-billion-users-worldwide/

billion users of any product I’ve seen since I left [Facebook],” Palihapitiya raved to Forbes in late 2014.
Investor dollars have been used to hire executives and engineers who have built other widely used
technology platforms such as Instagram, Skype, Google and Facebook itself.
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While Remind has reached 35 million users, it is far from the only
product that enables teachers to communicate with students and
parents. Competitor ClassDojo was built for classroom management
but now also offers a messaging feature and claims the same number
of users. Scholastic company Class Messenger offers similar
functionality. In the last few years, telecom company West
Corporation has also acquired two similar companies that target
schools, School Messenger and GroupCast, and Blackboard recently
acquired Parent Link.
Remind has subsisted for nearly five years on venture funding alone
and won’t share plans for monetizing its users until late 2016, though
it has hinted at charging for functionality such as emergency
communications. While its new enterprise product (Remind for
Schools) remains free, some believe it must be plotting a different
path to business viability, such as an IPO or acquisition. “We’ve
always been focused on connecting people in education and
simplifying their workload,” says Kopf. “We think that if we do those
things, it will lead us to building a long-term, sustainable company.”
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Panorama Education

Is Data Analytics a New Model for Edtech Startups?
In many ways, Panorama Education is a prototypical edtech startup.
The company was founded by a college student, aiming to solve
problems based on his own experiences. It got support and coaching
from not one, but two accelerators - Y Combinator and Imagine K-12.
And it's received money from Silicon Valley elites and celebrities such
as Ashton Kutcher, Google Ventures and Mark Zuckerberg and
Priscilla Chan’s Startup:Education.
Even its business model seems typical: freemium, with free surveys
and a paid software platform. But this is one of the few freemium
businesses that appears to be making actual money on institutional
sales, challenging many investors’ assumption that selling to schools

Aaron Feuer, CEO of Panorama Education
at their headquarters in Boston.
Credit: Panorama Education

is slow or painful.

Before founding CEO Aaron Feuer and his team entered any accelerators, they already
had a product and paying clients. Panorama has developed a free student survey but
makes money by offering a technology platform that can collect and analyze survey
data or by providing schools with custom data collection and analysis services.
Panorama’s fundraising path has been unusual for a startup seeded in Silicon Valley. Its first outside investment
came from Yale itself, in the summer of 2012. On the advice of Y Combinator executives, Feuer says they held off
on fundraising until Demo Day, focusing instead on improving their product and refining their business model.
Once the company finished Demo Day, its seed round came together within a few weeks (opening later to let
Zuckerberg in.)
Feuer estimates that while looking for seed funding, he met with more than 30 interested investors, some of
immediately reversed course when they heard he would be selling to schools. Others were intrigued by the
presence of real revenue. “At that moment we were lucky to already have 30 paying customers of all shapes and
sizes,” Feuer recalls.

By mid-2015, when Panorama set out to raise its series A, the conversation shifted.
Panorama continued to attract paying customers but investors were more concerned
about whether it could turn that into a genuinely big business.
“In our first round, we had not gotten many questions about the market, but in the series A process we got
much more pressure,” says Feuer. “We were surprised about how many investors’ thesis specifically exclude
investments in education. Even those who had invested in education didn’t want to make any more K-12
education investments.”
Over the course of several dozen pitches, Panorama put together a $12 million round in summer 2015 co-led by
tech generalist Spark Capital and education-focused firm Owl Ventures. “Our number one criteria was which
investors we wanted as board members,” says Feuer. “Both Spark and Owl see building an impact on education
and growth as aligned.” Although most of Panorama’s sales have come from word of mouth referrals, it counts
six salespeople among its team of 52. The company is growing rapidly, doubling its
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number of employees in 2015 and counting among its customers 14 of
the largest 100 districts in the country, such as New York City, San
Francisco, Seattle and Dallas.
Panorama’s newest product, Playbook, taps data it’s collected to help
teachers solve specific problems. “Our mission is to figure out what it
means to make data really matter to a school system,” Feuer says.
Tackling data analysis more broadly will make for fiercer competition
than the consultants, nonprofits and university programs that
develop other student surveys. Since 2012, investors have put more
than $124 million into school and teacher data systems, including
over $51 million in BrightBytes and $8.5 million in SchoolZilla. Apple
scooped up competitor LearnSprout in early 2016, which raised a mere
$4 million in venture capital.
Feuer says customer numbers are strong, collectively reaching more
than 6,500 schools across 220 districts. He would not disclose exact
revenue or how much comes from the $499 package offered to
schools or its bespoke survey development and analysis. The company
is not yet profitable, acknowledges Feuer, adding “the economics
have been strong so far and that’s the next step.”

24

The Panorama Education team meets
to brainstorm.
Credit: Panorama Education

Chapter 2: Returns

RETURNS

What returns are investors making??
money? When will they see it?

Outcomes! Outcomes! Outcomes!
This is the moment when companies founded since 2010 must begin to demonstrate whether they can
buck edtech’s bumpy historical trends and deliver standout results.
There have always been plenty of ways to lose money in education technology. But this time around,
the current generation of edtech investors are betting that their portfolios will succeed by intentionally
confronting some of education’s most challenging issues.

Why Edtech Startups Fold

Source: EdSurge, CB Insights analysis of why startups across industries fail

https://dschool.stanford.edu/sandbox/groups/k12/wiki/e94d1/attachments/e9161/K12%20Entrep%20Wireless%20white%20paper.pdf?sessionID=70b0d3e3fb269079a401db58594877724b09f98e
https://dschool.stanford.edu/sandbox/groups/k12/wiki/e94d1/attachments/e9161/K12%20Entrep%20Wireless%20white%20paper.pdf?sessionID=70b0d3e3fb269079a401db58594877724b09f98e
https://dschool.stanford.edu/sandbox/groups/k12/wiki/e94d1/attachments/e9161/K12%20Entrep%20Wireless%20white%20paper.pdf?sessionID=70b0d3e3fb269079a401db58594877724b09f98e
https://dschool.stanford.edu/sandbox/groups/k12/wiki/e94d1/attachments/e9161/K12%20Entrep%20Wireless%20white%20paper.pdf?sessionID=70b0d3e3fb269079a401db58594877724b09f98e
https://dschool.stanford.edu/sandbox/groups/k12/wiki/e94d1/attachments/e9161/K12%20Entrep%20Wireless%20white%20paper.pdf?sessionID=70b0d3e3fb269079a401db58594877724b09f98e
https://dschool.stanford.edu/sandbox/groups/k12/wiki/e94d1/attachments/e9161/K12%20Entrep%20Wireless%20white%20paper.pdf?sessionID=70b0d3e3fb269079a401db58594877724b09f98e

In 2007, Larry Berger, co-founder of Wireless Generation, wrote a frank assessment about why it was so
hard to be an edtech entrepreneur. At the time, three major publishers controlled almost 85 percent of the
K-12 textbook market, leaving little room for newcomers. Fewer than a dozen companies had revenue in the
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$100 million to $200 million range, he reported. In addition, “venture
capital is K-12 education-phobic,” he declared. His own company was
funded largely out of the pockets of angel investors and the
management. That made Berger a cult hero in 2010 when News Corp.
paid $360 million to buy Wireless Generation—even though the
resulting unit, Amplify, suffered a troubled fate.

https://www.edsurge.com/news/2015-11-11-how-amplify-broke-all-the-rules-for-innovators
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President Obama’s Council of Economic Advisors summed up the
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problem succinctly in a 2011 report: “It is difficult for producers of
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[education] technologies to demonstrate the effectiveness of their
products to potential buyers, and market fragmentation creates
barriers to entry by all but the largest suppliers.”

Jordan Meranus, Ellevation

Five years later, the edtech field has changed. At this year’s premier
industry event, the seventh annual ASU-GSV Summit, a quarter of the

http://asugsvsummit.com/2016-presenting-leaders-track/
http://asugsvsummit.com/2016-presenting-leaders-track/
http://asugsvsummit.com/2016-presenting-leaders-track/
http://asugsvsummit.com/2016-presenting-leaders-track/
http://asugsvsummit.com/2016-presenting-leaders-track/

http://asugsvsummit.com/2016-presenting-leaders-track/
http://asugsvsummit.com/2016-presenting-leaders-track/
http://asugsvsummit.com/2016-presenting-leaders-track/
http://asugsvsummit.com/2016-presenting-leaders-track/
http://asugsvsummit.com/2016-presenting-leaders-track/

showcased 37 companies, valued at more than $250 million apiece,
were founded since 2010. About a dozen of the 37
companies—including some revitalized if familiar brands such as
McGraw-Hill—focus on K-12.
Edtech companies still require more time to build than their
commercial technology cousins. “It can take seven to 10 years to build
a great company in education—a time horizon that may not be a good
fit for most traditional venture capitalists,” says entrepreneur Jordan
Meranus, cofounder of Boston-based startup, Ellevation.
By turning to foundations and high-net-worth individuals for much
of their funding, however, the current generation of edtech venture
capitalists may have bought their investment portfolios a bit more
time. Edtech companies have also found ways to draw on incubators
https://www.edsurge.com/news/2016-03-24-blended-capital-what-happens-when-companies-tap-both-vcs-and-foundations-for-funding
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and “blended capital,” such as mission-aligned foundations,
stretching their dollars further.
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And although delivering on a social mission in addition to a financial
one may at first seem like an added burden, investors increasingly
believe that it will make their portfolio companies stronger—more
relevant and more appealing to a primary customer, schools. “We
certainly think that delivering strong outcomes to schools could
become a defining competitive advantage in the space,” says Amit
Patel, a principal with Owl Ventures.
But the current data-rich era is changing this, too. Several nonprofit
groups are working on ways to benchmark the effectiveness of
technology, including LEAP Innovations and the newly formed
Technology for Education Consortium. “Most of our companies
measure their efficacy,” says Jennifer Carolan of Reach Capital.

“

Given the complexity
of factors that affect
student performance
and outcomes, the link
between effectiveness and
company performance
and exits isn’t as clear as
you might expect.
Peter Yoon, Managing Director at
Berkery Noyes

Among the measures: How students fare on standardized tests and
“pre” and “post” (using a technology tool) test results. Investors like
GSV Advisors are awarding “return on education” awards that factor
in improved student outcomes at lower costs. And some of the most
well-funded companies in the space, like BrightBytes, help schools
gather data on the effectiveness of other technologies and curriculum
so they can make informed decisions.

SO WHEN WILL THAT WORK PAY OFF?

founded in 2008, had initial public offerings in 2014 and last year
respectively. And although many hope deep-pocketed tech companies

Amit Patel, principal at Owl Ventures

K-12 edtech companies. Several edtech companies have reached the
public market in recent years, namely 2U (higher ed), Chegg and
Instructure (which serves both K12 and higher ed). Chegg, founded in
2005, debuted in the public market in 2013. The other two, both

will swoop in to make big purchases, most have so far chosen to build,
rather than buy, their way into education. Companies such as Google.
Amazon, Apple and Microsoft are increasingly involved in K-12, but
only a paltry one percent of the 647 acquisitions made in the last five
https://www.edsurge.com/news/2015-08-05-why-edtech-exits-will-defy-historical-trends
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years by 15 large companies have been in education.
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There have not yet been big dollar outcomes for the 2010 generation of
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The Different Types of Edtech Buyers

From 2010 to 2015, there were three main kinds of acquirers
in the edtech space

Sources: Berkery Noyes and SJF
Notes: Media and technology company acquisitions based on data from global data from 2010—H1 2015; Private equity M&A deal data,
and Pearson, Houghton Mifflin Harcourt, and McGraw-Hill is based on total global K-12 transactions.

But the industry structure is evolving, too. Building up that “middle
tier” of companies—ones with revenue north of $100 million—will
likely spur acquisitions. Several education companies—including the
“Big Three” publishers—have restructured their portfolios in recent
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years and have been active in the M&A space. And private equity firms
continue to eye education companies, with an eye toward assembling
more comprehensive “platform” plays. As the tech giants compete
more directly with each other in education, the balance of building
versus buying edtech products is also likely to change, boosting
acquisitions in the sector.
Finally changes in the world where schools operate—including many
of the trends discussed in the first chapter of this series—are lowering
the costs and increasing the relevance of edtech. Owl Ventures’ Patel
calls them catalytic factors: more powerful broadband infrastructure
in schools, widespread use of low-cost devices, along with schools
actively seeking ways to personalize learning and those closest to
students such as teachers and principals, having great voice in
choosing the tools they want to use. “Companies can scale without
needing salespeople who go door-to-door,” Patel adds. And together
those factors are changing the game. He adds: “We’re seeing
companies go from zero to 60 in a shorter period of time.”
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without needing
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Q&A with Reach Capital’s Jennifer Carolan

Q&A with Reach Capital’s Jennifer Carolan
“The stakes are too high to not get edtech right”

Reach Capital is all about backing startups developing tools to support
personalized learning. The firm’s partners got started by creating a
Seed Fund within the nonprofit NewSchools Venture Fund. (Reach
now manages that portfolio on behalf of NSVF). Jennifer Carolan
(center) cofounded the Seed Fund and Reach. She’s a former teacher
who joined NSVF in 2010. Among her other responsibilities: She serves
on the board of EdSurge.
EdSurge: What makes edtech investing different from other sectors?
Jennifer Carolan: It’s very similar because it comes back to the
founders. Across all sectors, [investors] are trying to support
mission-driven founders...entrepreneurs that are trying to solve an
authentic problem. But education is also different because the stakes
are very high. At the other end of these investments and companies
are children, families, schools and administrators. We want to get this
right, so we feel a huge sense of responsibility.

REACH CAPITAL

11

EDTECH DEALS

invested from 2010-2015.
This does not include 40+
NSVF deals. Reach now
manages the NSVF Seed
portfolio

REACH CAPITAL

100%

Q: You talked about passion. What are the other two things you look
for when reviewing prospective investments?
Carolan: [The tools must] fit with our overarching thesis of
personalization and schools. We see about 30 companies per week.
This is double the volume I experienced when I managed the
[NewSchools] Seed Fund [from 2012 to 2015]. A lot of these are
incredible entrepreneurs and yet we have to turn most of them down.
This is the toughest part of my job... turning down these incredible
entrepreneurs. I have to do that two or three times a day because they
just happen to be outside of the space that we are in. We are trying to
back companies that are reaching the mass market, huge scale, and
especially improving outcomes for the most underserved families,
kids and teachers.sense of responsibility.
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The Reach Capital team (from left):
Esteban Sosnik, Maria Soto-Torres,
Jim Lobdell, Diana Barthauer, Jennifer
Carolan, Shauntel Poulson, and Wayee
ChuCredit: Reach Capital
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and financial metrics.

Chapter 2: Returns

Q&A with Reach Capital’s Jennifer Carolan

Q: What nixes a deal for you?
Carolan: If we perceive that this is a mercenary founder [whose
company] is outside of our investment thesis. We sometimes see in
pitches a slide about who they are going to sell this company to. We
want them to build a hugh, sustainable high-impact company in K-12,
[and] talking about an exit before you even get started just doesn’t sit
right with us.
Q: What percentage of your investments are going to succeed?
Carolan: We've built our model on a 50 percent failure rate. This is
pretty standard for early-stage venture capital [funds]. Every time you
make an investment, you wholeheartedly believe that this company is
going to succeed and yet, according to the numbers, half of your
companies won’t. In education, from our Seed Fund numbers, those
numbers are actually better. We've had a lot fewer companies go under.
Q: What are your long-term criteria for successful investments?

“

A lot of these are
incredible entrepreneurs
and yet we have to turn
most of them down. This
is the toughest part of my
job ... turning down these
incredible entrepreneurs.
I have to do that two or
three times a day because
they just happen to be
outside of the space that
we are in.

Carolan: I do think the IPO market will open up as it will for other tech
companies, too. We look for scale. So our companies are aiming to
reach the mass market: millions of students, hundreds of
thousands—if not millions—of teachers, or millions of parents. We are
looking at efficacy. We are a double bottom line fund, so we are looking
at both impact and financial metrics.

REACH CAPITAL

$250K$2M

AVERAGE
EDTECH
INVESTMENT
SIZE

REACH CAPITAL

SELECT U.S. K-12
INVESTMENTS

Q: What's one misconception that entrepreneurs have about the kind
of investor you are?
Carolan: We are rigorous around building sustainable businesses. To
reach impact goals, you have to build sustainable companies and have
strong business models. Sometimes people may confuse impact
investing with philanthropy or foundations. When you take venture
capital, there is an agreement in place around having rigor and
building a sustainable company.
Q: We talk about disrupting schools, we talk about disrupting the way
we teach kids, ultimately families even. Can we disrupt the venture
world?
Carolan: Venture capital in education will look very different a decade
from now. The whole venture capital industry is undergoing
changes...We have new models, diverse sources of capital and lots of
experimentations going on.
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Q&A with Social + Capital’s Brigette Lau

Q&A with Social + Capital’s Brigette Lau

“We are moving towards a world where it’s not just about the bottom line”
Social + Capital Partnership is a relative newcomer to the Silicon Valley
investors club dominated by goliaths like Andreessen Horowitz and
Kleiner Perkins Caufield & Byers (who last year flirted with acquiring
Social Capital). Started by Facebook alum Chamath Palihapitiya and
colleagues in 2011, the firm has $1.2 billion under management and
invests across several verticals—healthcare, financial services,
enterprise—and, of course, education. Cofounder and partner Brigette
Lau focuses on seed stage companies, though the firm has also made
series A and B investments in education companies including Remind,
Descomplica and CreativeLive.
EdSurge: What’s different about investing in edtech than other areas?
But the nature of edtech is that you’re selling into schools, so you have a
slower sales cycle. You have to educate a population or cohort of people
that need more education and understanding of how technology can
improve their work and the lives of their students.
Brigette Lau: I believe we need more patience in education investing.
There’s such a massive impact of education on our society and our
economy, but we do need to view it with a different lens. Being in the
Valley, we’ve seen the rise of “unicorns”... That sets the bar for all
entrepreneurs including edtech entrepreneurs, who have set their eyes
on that goal.
But the nature of edtech is that you’re selling into schools, so you have a
slower sales cycle. You have to educate a population or cohort of people
that need more education and understanding of how technology can
improve their work and the lives of their students. And so it’s that much
harder—when we see growth in edtech, we won’t see the rocket ships
that we expect in consumer businesses... Of course, we do have

“

But the nature of edtech
is that you’re selling into
schools, so you have a
slower sales cycle. You
have to educate a
population or cohort of
people that need more
education and
understanding of how
technology can improve
their work and the lives of
their students.

companies like Remind, that look more like a consumer model and have
had tremendous growth. We’re really excited about their path, but
they’re only one of many education startups today.

SOCIAL+CAPITAL
PARTNERSHIP

24

invested from 2010-2015
including 17 seed
investments

EDTECH DEALS

SOCIAL+CAPITAL
PARTNERSHIP

~15%

OF FUND
FOCUSES ON
EDTECH

Q: What are three things you look for when reviewing prospective investments?
Lau: Right now I am focused more on early stage deals [and] my focus is really on market and team. I’m
interested in companies that expand the market, versus being a derivative of some technology and then
trying to apply it specifically to education.
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A second thing that I look for is coachability of the teams. There are
so many signals in the space, and for me it’s very important to
understand how entrepreneurs are processing and developing their
thesis. s to solve.Generally, I like to dig into their motivation and tie
it back to our mission.
And then third, as we all know, the startup life is extremely hard and
there are a lot of sacrifices. I truly am looking for leaders who can
solve a significant problem and also lead an organization, or at a
minimum have the potential to do that.
Q: What are benchmarks of success that you watch for in your

“

The startup life is
extremely hard and there
are a lot of sacrifices.
I truly am looking for
leaders who can solve a
significant problem and
also lead an organization,
or at a minimum have
the potential to do that.

companies (say, in advance of any exits)?
Lau: I’d like to speak about something that is unique to our firm.
We’ve created and developed a Growth Team and Data Science Team...We’ve productized...and open-sourced
[the Data Science Team’s approach]—it’s called the “Magic 8-Ball.” [Social Capital’s Magic 8-Ball sifts
through a company’s data on customer and analyzes trends to measure the health of the startup.] We ingest
data from companies [all over the web]. This allows us to see whether startups have product market fit. Then
we can [use that data to] benchmark our own portfolio companies. We occasionally ask companies who want
to pitch us to go through this exercise because it allows us to see if there’s something unique about their
business that we can use to compare against our high flyers.
SOCIAL+CAPITAL
PARTNERSHIP

<250K
$3M-5M

AVERAGE EDTECH SEED
INVESTMENT SIZE
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InstaEDU
Remind
Treehouse
UClass

Q: What should general venture capitalists should know about investing in education?
Lau: I believe that we are moving towards a world where it’s not just about the bottom line. It has to be the
health of the environment, the health of our society, and the health of our people. And it isn’t about how
much money can I make or how much growth I’m going to have. All those things are important, but they
should be balanced with greater meaning. That makes diversity an
even more important topic. When we have a diverse community and
a diverse investment committee, that changes how we make decisions. The answers will be different than decisions made by a room
full of old white men.
Q: How can—or should—venture capital change how it thinks
about investing?
Lau: [From the vantage of an investor] the “consumer” is the
entrepreneur, and so we’re actually beholden to what the entrepreneur wants. Do they want people who are more mission-driven and
focused on building great businesses but also helping the world? I
think that those decisions will be made by today’s entrepreneurs
who are more directed by purpose.
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Q&A with Kapor Capital’s Brian Dixon

Catalyzing startups to be diverse and inclusive from day one
Kapor Capital took root around 2009 in the private investments
made by entrepreneurs-turned-philanthropists, Mitch Kapor and
Freada Kapor Klein. By 2012, the group had developed a core
investing thesis around doing “impact” investing in several sectors
including education. Partner Brian Dixon joined as an intern in 2011
before embarking on an MBA program. He returned to help grow the
fund. In January, Kapor Capital unveiled its “Founders
Commitment,” which aims to spur startups to “bake in diversity and
inclusion.” So far, 73 of Kapor’s 163 portfolio companies—and all
investments since January—have signed the pledge.
EdSurge: What’s different about investing in edtech than other
areas?
Brian Dixon: What excites us about ed tech comes down to
educational outcomes. Education is core to anyone’s development
and we want to see students and teachers have a level playing field to
learn...Edtech is not necessarily the answer but a part of the answer.
Our thesis is there’s no silver bullet. It’s still going to require great
teachers in the classroom and edtech allows those teachers to
potentially scale what they’re doing. What’s different is this that
isn’t an experiment—these are children’s lives and we understand
the importance of getting a solid education.

KAPOR CAPITAL

163

Brian Dixon speaks at Focus 100 conference
Credit: Kapor Capital
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Q: What’s changed about investing in edtech over the last five years? What lessons would you have
wanted to pass along to yourself in 2011?
I think coming on in 2011, the boom had already started and it seemed like every week, you saw more and
more edtech companies.What I would have said to myself back then was: “Make sure that you’re actually
building real businesses.” It’s great that there’s more activity in education and...there’s a chance that we can
actually move some of these numbers of failing schools to not-so-failing schools and onto being great schools.
But there’s also a piece of investing that comes down to: Is this a sustainable business? Business models are
important. When you think about education, you have the student, you have the teacher, you have the
school, and then you have the parent. And in most cases, you have to charge one...The question is, who pays
for it and how do you build those businesses? These are hard problems to solve.
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Q: Let’s talk a little bit about the Founders Commitment—what
role is it playing for you, for your decisions, and what role do you
want to see it play in the industry?
Dixon: We’re excited and proud to be really the first firm to come out
with a Founders Commitment. If you look at the tech industry...it
does not even come close to looking like America [in terms of the
percentage of minorities or females]. So we have the opportunity to
invest in these companies that are really early stage...[that]
hopefully turn into larger companies. So the premise was if you
could bake in diversity and inclusion [from] day one, when they raise
their seed round or even hopefully before that, that these companies
would look totally different at the point where they’re raising a
Series C, a Series D, or even going public.

REACH CAPITAL
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companies?
Dixon: One: team. Early on, you have to have the full team, meaning
somebody has to have the product vision, ...somebody [has] to
actually build it (and that might be the same person)... Then a third
person to figure out: How do you get people onboard?
The second thing I think about is the product. What is it and who
finds value from it?...We like to try out the product and see what’s
there, see what problem it actually solves. Especially in edtech, going
back to the fundamental premise of what we’re doing, [we want to
know]: how does this actually change education outcomes? And does
it make the gap larger or does it close that gap? We’re looking for
tools that add scale and close gaps.
I think the third, especially in this day and age, is traction. Maybe five
years ago or even ten years ago, you could raise some money on
“We’ve got a team and we’ve got a closed beta.” I think nowadays you
have to have traction as well. We want to talk to the customers, we
want to talk to teachers using it who say it’s so great, and really ask:
How is this a game changer? That traction piece in the last five years
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Research Methodology

About Chapter 2: Funding
To pull together this research, the EdSurge team conducted interviews and surveys with key investors,
companies and experts in the edtech funding space, and analyzed troves of proprietary data.

What is the scope of this research?
This analysis looks at all investments in US-based technology companies (for-profit or non-profit) that
improve education outcomes for K-12 learners from 2010-2015. There were many different companies
that didn’t clearly fit into these categories. To give a better understanding of how we made these decisions
about individual companies, here are a few examples: Social Finance, a company that provides student
loans and other services, is not included in our analysis because it is more a financial company than an
education one. We included AltSchool because it uses (and develops) technology to help students learn.
Additionally, Chegg is included because it creates several products aimed at the K-12 market, while
General Assembly is not because it’s primarily focused on serving the professional skills market. Finally,
though our analysis only considers US-based companies, we did explore international investors and buyers
if they were involved in a deal with a US-based K-12 company.

Interviews
To truly understand the flow of money through K-12 edtech, the EdSurge team interviewed investors,
companies and industry experts. These perspectives enabled us to develop a fuller portrait of how the
money flows and why it matters.

Survey
We conducted a short survey of two dozen key edtech investors—primarily from education focused
venture capitalists and foundations. We reached out to a diverse set of over 50 different organizations
that invest in K-12 edtech. The 12-question survey included a range of multiple choice, ratings and free
response questions.
Thank you for your help! Please reach out to feedback@edsurge.com if you are interested in being part of
future research projects.
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